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Honduran Stand-By Arrangement with the Fund 


The Government of Honduras has entered into a 
stand-by arrangement with the International Monetary 
Fund under which foreign exchange is made available 
to the amount of $7.5 million, for a period of one year, 
in support of the country’s currency, which is fully 
convertible under Article VIII of the Fund’s Articles 
of Agreement. 

For the past three years, Honduras has maintained 
the freedom and stability of its exchange system in the 
face of a number of adverse circumstances. Natural 
forces, such as hurricanes, floods, and plant diseases, 
have reduced the production of bananas and other 
export crops, and price movements in foreign markets 
have been unfavorable. In addition, the economy has 
been affected by inflationary pressures stimulated by 
budgetary deficits and an excessive expansion of credit. 


At the beginning of 1959, the Honduran Government 
undertook a vigorous program to stem the country’s 
inflation and repair its international payments position. 
Revised credit controls included an increase in bank 
reserve requirements, and, in the fiscal field, the Gov- 
ernment cut back authorized official expenditures and 
increased taxes. These and other measures have helped 
the Central Bank to strengthen its international reserves, 
which, however, have not yet been restored to the 
1955 level. The Honduran authorities plan to continue 
to carry out the stabilization program that was begun 
last year, if necessary with the adoption of additional 
measures, and have obtained the stand-by arrangement 
with the Fund in order to provide the country with a 
second line of reserves. 


Source: International Monetary Fund, Press Release, 
Washington, D. C., March 7, 1960. 





Europe 


European Common Market Commercial Policy 

The Commission of the European Economic Commu- 
nity (EEC) has proposed a shortening of the transition 
period of 12 years, which, in the treaty establishing the 
EEC, was set down as the period within which customs 
duties, quantitative restrictions, and other impediments 
to the free flow of trade, labor, and capital were to be 
eliminated and a common tariff on imports from other 
countries was to be adopted (see this News Survey, 
Vol. IX, p. 326). The proposal is based upon the 
belief that the healthy state of Europe’s economy favors 
a more rapid dismantling of tariffs and quotas and a 
more rapid movement toward a single external tariff 
than had been contemplated in 1957. 


The Commission’s proposal requires industrial quotas 
between members of the EEC to be abolished before 
the end of 1961. This step could in principle be 
extended, on a basis of reciprocity, to nonmember 
countries. The tariff cuts to be achieved within the 
Community by the end of 1961 should be 50 per cent, 
instead of 25-30 per cent, and the common external 
tariff should be applied partially on July 1, 1960, instead 
of on December 31, 1961. This would be done by 
provisionally reducing the common tariff by 20 per cent. 
This reduction would apply until the results of the forth- 
coming GATT tariff negotiations were known. Some 
immediate reciprocity might be asked from the indus- 





trialized countries that are GATT members, with a 
special exception for the United States because of the 
time factor involved in congressional approval of U.S. 
tariff reductions. The United States would be expected 
to make its contribution to reciprocity in the GATT 
negotiations. 

In addition to these proposals which bear upon the 
formation of a Customs Union, the Commission has 
also proposed a speeding up of activities in all the other 
fields covered by the treaty which established the EEC, 
so that economic integration in the full sense of the 
term might be achieved before the end of the originally 
proposed transition period. 

Source: European Community, Information Service, 
Washington, D. C., March 3, 1960. 


U.K. Reserves 

The gold and convertible currency reserves of the 
United Kingdom rose by £13 million, to £972 million, 
in February. This increase, which was the first monthly 
rise in reserves since September 1959, was achieved 
despite a payment of £5 million to the International 
Monetary Fund. The fall in reserves in the closing 
months of 1959 probably could be attributed to four 
different influences, quite apart from special payments 
on, for example, North American loans. These influ- 
ences are the effect of interest rates abroad, the usual 
“leads and lags” in payments, so-called “window dress- 
ing” by certain foreign banks at the end of the year, 
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and, possibly, a slight deterioration in the underlying 
payments position. It is now believed that movements 
of “hot” money as such were smaller than thought at 
the time; this view is supported by figures for sterling 
balances, which show a considerable rise in the fourth 
quarter. The belief now is that the major influence was 
the so-called “leads and lags.” It is suggested that, 
because of lower interest rates in London, exporters 
were being pressed to grant larger trade credits and that 
foreign subsidiaries in London were accelerating some 
of their remittances abroad. It takes time for move- 
ments of this kind, which naturally press on reserves 
eventually, to show their full impact; similarly, when the 
movements are reversed, as they were at the end of 
January with the rise in the bank rate, the effect on 
reserves is delayed. 


Source: The Times, London, England, March 3, 1960. 


U.K. Industrial Production 


Industrial production in the United Kingdom con- 
tinued to expand in January, the seasonally adjusted 
index for that month being provisionally estimated at 
118-119 (1954 = 100), compared with 107 in Janu- 
ary 1959 and an average of 117 for the last quarter 
of 1959. To some extent, the recent increase was made 
possible by the rise in activity in heavy industries, but 
a number of consumer goods industries, which had been 
working for many months at what was regarded as 
capacity level, were in fact able to produce more goods. 
The most conspicuous example of this latter develop- 
ment is the motorcar industry, which again set a record 
in January, when production was at an annual rate of 
1.5 million cars. The high activity in the textile industry 
was maintained, with the manufacturers of artificial 
fibers setting a new production record. This continued 
improvement in the consumer goods industries has re- 
sulted in rising production in other sectors, particularly 
in steel and light and general engineering manufacturing. 
Steel companies have consequently been working at not 
much below capacity, and delivery dates for many types 
of product are becoming longer. The extent of the 
progress in industries other than consumer goods and 
their suppliers remains obscure. A major rise in activity 
in construction industries has entailed higher production 
of structural steel, bricks, cement, and a variety of other 
materials. Contractors’ order books are now longer and 
will be added to substantially when new factory projects 
are turned into firm orders on the scale expected for 
the current year. 


Source: The Financial Times, 


March 1, 1960. 


London, England, 


French Credit Policy 


In a letter to the French Bankers’ Association, on 
February 23, M. Jacques Brunet, the recently appointed 


governor of the Bank of France, requested French banks 
to be cautious in granting credit advances. He said that 
advances had been rising sharply, and asked for volun- 
tary restraint. 


Source: The Times, London, England, February 24, 
1960. 


French Import Liberalization 


Twenty-six tariff items and subitems have been added 
to the list of products which in effect can be freely 
imported into France, without limitation, from all 
countries. 


Source: GATT Press Release, Geneva, Switzerland, 
March 3, 1960. 


Swedish-Brazilian Payments 

Effective March 1, 1960, all payments between 
Sweden and Brazil will be made in convertible cur- 
rencies. Since 1957, when the bilateral payments agree- 
ment expired, payments between the two countries have 
continued to be settled through a bilateral clearing 
account. 

In future, foreign exchange for imports from Sweden 
will be made available by Brazil under the same system 
and at the same agio used for Brazilian payments to 
countries with which settlements are made in convertible 
currencies. 


Source: Svenska Dagbladet, Stockholm, Sweden, Feb- 
ruary 27, 1960. 


Italian Government Budget 

Italy’s official budget estimate for the financial 
year 1960-61 indicates a deficit of Lit 287 billion 
(US$460 million), the highest deficit budgeted since 
1955-56. The deficit estimated for 1959-60 was 
Lit 130 billion. Expenditure for 1960-61 is set at 
Lit 3,927 billion, which is Lit 453 billion more than in 
1959-60; and revenue is estimated at Lit 3,640 billion, 
an increase of Lit 295 billion over 1959-60. The rise 
in expenditure is due mainly to increases in expenditure 
for investment purposes, in order to stimulate produc- 
tion and employment; it includes the first allocations for 
the ten-year program for education, the five-year plan 
for the development of agriculture (see this News Sur- 
vey, Vol. XII, p. 232), and alsc allocations for special 
investment projects in southern Italy. The resulting 
deficit represents 2 per cent of the gross national product 
and 7 per cent of total public expenditure. 


Sources: Corriere della Sera, January 29 and 30, 1960, 
and 24 Ore, January 30 and February 4, 
1960, Milan, Italy. 


German Balance of Payments 


Data on the balance of payments of the Federal 
Republic of Germany for 1959 show a substantial deficit 
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for the first three quarters of the year and a surplus 
for the fourth quarter, although the surplus was con- 
siderably smaller than the earlier deficit. For the entire 
year, the Bundesbank’s total holdings of gold and for- 
eign exchange declined by DM 2.1 billion. (After a 
decline of DM 4 billion in the first three quarters of 
1959, reserves rose by DM 1.9 billion in the last quar- 
ter.) In 1957, official exchange reserves had risen by 
DM 5.1 billion, and in 1958 by DM 3.2 billion. 


According to preliminary calculations, the surplus on 
goods and services account in 1959 was DM 8.2 billion, 
compared with DM 8.8 billion in 1958 (imports c.i.f.). 
This slight decline was due entirely to a decrease in the 
surplus on services (excluding expenditures on freight 
and insurance) to DM 2.1 billion, from DM 3 billion 
in the previous year; the trade surplus of DM 6 billion 
was slightly above the 1958 surplus of DM 5.9 billion. 
Services include the amounts received by the Federal 
Republic from NATO forces stationed in Germany; in 
1959, these receipts amounted to DM 4.1 billion, or not 
less than half the total surplus on goods and services. 
Without these receipts, the balance on services account 
would have been in deficit by about DM 2 billion. The 
main causes of the deterioration in the balance on serv- 
ices were increases in foreign travel expenditure and in 
investment income payments to foreign countries. 


Donations in 1959 showed a deficit of DM 2.6 billion, 
exceeding that of the previous year by DM 1 billion. 
The increase was due largely to nonrecurring special 
payments, such as DM 319 million to France in 
connection with the reintegration of the Saar and 
DM 282 million to the United Kingdom as a contribu- 
tion to the costs of British forces stationed in Germany. 
Also, indemnity payments to victims of National Social- 
ist persecution residing abroad—which constitute the 
largest single item in donations—rose from DM 1.1 bil- 
lion in 1958 to DM 1.3 billion in 1959. 


More important than the movements of goods, serv- 
ices, and donations in 1959 were those of capital. The 
net deficit on total capital transactions in 1959 was 
DM 6.9 billion, compared with DM 3.2 billion in 1958 
and DM 2.6 billion in 1957. Contributing to the high 
1959 deficit were large public nonrecurrent payments, 
such as advance debt repayments to the United States 
and the United Kingdom, totaling DM 895 million, and 
the payment of DM 532 million in connection with the 
increase in the German quotas in the International 
Monetary Fund and the International Bank for Recon- 
struction and Development. Of the total deficit of 
DM 6.9 billion on capital transactions, DM 3.9 billion 
is in respect of long-term capital and DM 3 billion in 
respect of short-term. A main factor in the increase of 
DM 2.1 billion from 1958 to 1959 in the net deficit on 
long-term capital lay in security dealings with foreign 
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countries. In 1959, there was a net deficit of DM 1 bil- 
lion on transactions in securities, against a net surplus of 
DM 0.2 billion in 1958; German net purchases of for- 
eign securities in 1959 amounted to DM 1.4 billion, 
whereas net foreign purchases of German securities 
reached DM 0.4 billion. The increase of DM 1.6 billion 
in the net deficit on short-term capital transactions was 
due mainly to an increase, from DM 0.6 billion in 1958 
to DM 2.1 billion in 1959, in advance payments for 
defense imports. Changes in the exchange position of 
the banks—the second important component in the 
balance on short-term capital transactions—resulted in 
an outflow of DM 1 billion in 1959, against an outflow 
of DM 0.7 billion in 1958. The movements varied 
greatly, however, in different periods of the year. In 
the first three quarters, there was a net outflow of 
DM 2.1 billion, whereas in the fourth quarter there was 
a net inflow of DM 1 billion. This was mainly the result 
of the reversal in Bundesbank policy in the fall of 1959, 
from a policy of easy money to a more restrictive policy. 


Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, January 1960. 


Yugoslav-Indian Economic Relations 

Yugoslavia has undertaken to provide a long-term 
3 per cent credit to India equivalent to about 180 mil- 
lion Swiss francs to finance purchases of ships, capital 
goods, electrical equipment, and other machinery during 
India’s Third Five Year Plan, 1961-66. The credit will 
be repaid by exports of Indian goods to Yugoslavia. 
A three-year trade and payments agreement and an 
agreement for economic and technical cooperation have 
also been signed. Both commercial and noncommercial 
transactions will in future be settled in inconvertible 
Indian rupees. The trade agreement provides for Indian 
imports of textile machinery and automatic looms, elec- 
trical appliances, transformers and meters, and power 
and telephone cables. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 7, 1960. 


Far East 


Budget of the Government of India 

The budget of the Government of India for 1960-61, 
after allowance for additional taxation, estimates an 
over-all deficit of Rs 1.53 billion (US$321 million), 
to be met by the issue of treasury bills. The 1959-60 
budget had estimated a deficit of Rs 2.21 billion, but 
revisions place the deficit at Rs 1.90 billion, mainly 
because of larger collections of customs and excise 
duties and a reduction in capital outlay. 

The estimates for 1960-61 provide for expenditure 
of Rs 9.80 billion on revenue account and for revenue 
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receipts of Rs 9.20 billion, after allowance for new tax- 
ation; thus the revenue deficit is Rs 0.60 billion, com- 
pared with a deficit of Rs 0.15 billion in 1959-60 
(revised estimate). Civil expenditure shows an increase 
of Rs 0.98 billion over the revised estimate for 1959-60, 
owing mainly to increases in respect of development and 
social services, ad hoc grants to States, and debt service 
charges; defense expenditure is expected to rise by 
Rs 0.29 billion, chiefly through an increase in the pro- 
vision for the Army. The Minister of Finance referred 
to the sizable cost of implementing the recommendations 
of the Pay Commission from 1960-61 onward. 

Proposed capital expenditure is placed at Rs 10.42 bil 
lion, distributed as follows: capital outlay, Rs 3.71 bil- 
lion; loans to State Governments and others, Rs 5.31 bil- 
lion; and debt repayment, Rs 1.40 billion. Thus, total 
disbursements on capital account plus the revenue deficit 
of Rs 0.60 billion would amount to Rs 11.02 billion. 
The budget provides for capital receipts of Rs 9.49 bil- 
lion, as follows: market loans, Rs 2.50 billion; small 
savings, Rs 0.90 billion; foreign assistance, Rs 3.62 bil- 
lion; repayment of loans by State Governments and 
others, Rs 1.28 billion; and miscellaneous receipts, 
Rs 1.19 billion. 

The total Plan outlay in 1960-61, including the out- 
lays by State Governments and railways, is placed at 
Rs 11.74 billion, compared with the budget provision of 
Rs 11.21 billion for 1959-60. When allowance is made 
for expected shortfalls in 1959-60 and 1960-61, the 
total Plan outlay in the public sector during the five 
years of the second Plan will be Rs 45-46 billion. Finan- 
cial investment in the organized private sec*or is 
expected to attain the Plan target and may zhtly 
exceed it. 

New tax proposals are expected to yield Rs 235 mil- 
lion ($49 million) to the Central Government. In- 
creases in excise duties are expected to yield Rs 210 mil- 
lion, and increases in import duties Rs 25 million. A 
number of minor changes in direct taxation are pro- 
posed, with little revenue effect; no change in personal 
income tax is envisaged. The period for which exemp- 
tion is available to new industrial enterprises is to be 
extended for a further five years. 

The Government has decided to issue prize bonds 
commencing in April 1960; these will be in the form of 
bearer bonds in two denominations (Rs 5 and Rs 100); 
they will carry no interest and will be repaid after five 
years. Holders of such bonds will participate in quar- 
terly drawings for cash prizes which will be free of 
income tax. 


Source: The Times of India, Bombay, India, March 1, 
1960. 


Abolition of Burmese Ban on Japanese Imports 


With the Japanese promise to purchase 45,000 tons 
of Burma’s 1959-60 rice crop, as well as the understand- 
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ing that the reparations question will be discussed again 
soon, the Burmese Government has lifted the ban on the 
import of Japanese goods which was imposed on De- 
cember 18, 1959. Japanese imports of rice from Burma 
have fallen steadily since 1957, when 50,800 tons were 
imported. An offer had been made to purchase only 
25,000 tons of the 1959-60 crop. Burma was the first 
country to enter into a reparations agreement with 
Japan after World War LI, and the discussion between 
the two countries on the reparations question will be 
conducted on the basis of a clause in the agreement 
which makes it possible for both countries to re-examine 
the total amount of reparations, after Japan finally 
settles reparations toward all other claimant countries. 


Source: The Financial Times, London, England, Feb- 
ruary 24, 1960. 


Foreign Trade of Thailand 


of Thailand’s imports in 1959, at 
B 8,200 million, was only 0.4 per cent below the value 
(B 8,237 million) in 1958. Exports, however, in- 
creased by 10 per cent, from B 6,447 million to 
B 7,100 million, and the trade deficit was therefore 
reduced by nearly 40 per cent (from B 1,790 million to 
B 1,100 million). The increase in the value of exports 
was achieved despite a decrease in the volume of rice 
exports, from 1,124,520 tons to 1,070,167 tons. Rice 
exports for 1960 are expected to rise to 1.3 million tons, 
partly as a consequence of the lowering of rice export 
premiums (taxes). The 10 per cent increase in exports 
was achieved through larger exports of tin, rubber, and 
secondary crops. 


The value 


There is growing concern in Thailand about the future 
of rice exports because of a report that the United 
States has offered 250,000 tons of rice to Singapore. 
U.S. rice is already competing with Thai rice on Euro- 
pean markets. Ih order to regulate the rice export 
market, merchants in Bangkok are reported to have 
requested the Government to start a stockpile of at least 
150,000 tons, which would help to stabilize prices and 
to meet export commitments when large orders reach 
the market. 


Sources: The Bangkok Post, Bangkok, Thailand, Janu- 


uary 8, 1960; Far Eastern Economic Review, 
Hong Kong, January 21, 1960. 


Sugar Exports of China (Taiwan) 


After several revisions, the International Sugar Con- 
ference has approved an export quota of 677,500 tons 
for China (Taiwan) in 1960. The revised quota repre- 
sents an increase of 19,194 tons over that for 1959, but 
it is far less than the 1958 quota of 780,000 tons. 
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Taiwan produced more than 894,000 tons of sugar in 
1958, and some 816,000 tons were shipped abroad. The 
main buyers included Japan, Ceylon, Malaya, Korea, 
and Hong Kong. In recent years, the Middle East has 
become a new market. Iran bought 170,000 tons in 
1958 and 150,000 tons in 1959, becoming the second 
largest buyer of Taiwan sugar, next only to Japan. An 
agreement was signed recently by the Iranian Govern- 
ment and the Taiwan Sugar Corporation (TSC) for the 
purchase of 50,000 tons valued at US$4.5 million. 


The sugar industry in Taiwan is under the unified 
management of the TSC, which operates 27 sugar mills 
with a total daily grinding capacity of 55,000 tons. All 
cane growers in Taiwan are under contract with the 
TSC. The corporation extends cash loans and provides 
fertilizer to the farmers and undertakes the transporta- 
tion and processing of the cane. The farmers, in return, 
agree to pay the TSC SO per cent of the sugar extracted 
from their cane. The contract requires the corporation 
to accept at the prevailing market price any amount 
from the remaining 50 per cent if a farmer chooses to 
sell to it. The Government recently authorized the TSC 
to issue a total of NT$10 million of corporate bonds, 
payiag interest of 5 per cent per year and redeemable in 
two and four years. The first NT$2.5 million was issued 
on December 16, 1959. 


Source: Chinese News Service, Free China Weekly, 
New York, N. Y., February 16, 1960. 


Money Supply in Korea 

Korea’s money supply totaled hw 217.7 billion as of 
the end of January 1960, an increase of hw 7.8 billion 
from the end of 1959. Under the Financial Stabilization 
Program for 1960, the money supply is permitted to 
increase to no more than hw 228 billion at the end of 
March 1960 (see this News Survey, Vol. XII, p. 267). 


Source: The Korean Republic, Seowl, Korea, Febru- 
ary 18, 1960. 


Foreign Trade of Korea 


Figures compiled by the Bank of Korea show that 
Korea’s exports in 1959 totaled the equivalent of 
US$21.7 million, an increase of $5.2 million, or 31.7 per 
cent, over exports in 1958. Total imports, including 
aid-financed imports, for 1959 amounted to $286.4 mil- 
lion, a decrease of $91 million, or 24.3 per cent, 
from 1958. 


The increase in exports was due largely to the ship- 
ment of 5,000 tons of rice, valued at $0.8 million, to 
the Ryukyus (the first such shipment since the end of 
World War II), to greater shipments of mineral ores 
and fishery products, and to an increase of 9.8 per cent 
in the prices of export commodities. 
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The decline in imports was due entirely to a decrease 
of $96.8 million (31.1 per cent) in aid-financed im- 
ports. Imports financed with Korea’s own exchange 
resources were about $7 million (7.5 per cent) more 
than in 1958. The rise in private imports in 1959 re- 
sulted mainly from an increase of $4 million in exchange 
earnings through an expansion of goods and services 
supplied to UN forces in Korea and a broader program 
for selling the government-held foreign exchange re- 
serves for commodity imports. 

Source: The Korean Republic, Seoul, Korea, Febru- 
ary 9, 1960. 


Relaxation of Exchange Restrictions in Japan 

Various measures relaxing restrictions on transactions 
in invisibles became effective in Japan on February 8. 
The exchange allocated for foreign travel, and the per- 
missible duration of a stay abroad, were increased. 
The exchange allowance for salaries of foreign repre- 
sentatives of Japanese firms was increased, and the 
granting of exchange permits for other current expenses 
of overseas representative offices was liberalized. Ex- 
change banks were authorized to deal with applications 
for certain remittances abroad, such as bank charges, 
foreign copyright fees, and charges for news services 
and newsreels. Japanese shipping companies were per- 
mitted to conclude agency agreements with any overseas 
company, and the restrictions on the remittance of their 
expenses abroad were relaxed. Permission was granted 
to remit freely, through an authorized exchange bank, 
stock dividends and capital and interest on national and 
local bonds acquired by nonresidents before the war. 
All trading firms having branches abroad were allowed 
to use the “current account system,” under which certain 
expenses of the main offices and overseas branches of 
trading firms can be offset against one another. Permis- 
sion was granted to render technical assistance to non- 
residents, provided the remuneration received, if in 
foreign currency, is at a reasonable rate. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
February 15, 1960. 


Industrial Production in Japan 


Japan’s manufacturing and mining output in 1959 
was 24 per cent more than in 1958 and about 80 per 
cent more than in 1955. In the early part of 1959, the 
demand stimulus came from inventory investment; but 
in the following months, fixed investment, consumption, 
and exports were also brisk. Plant capacity and raw 
material supplies were adequate throughout the year. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
February 15, 1960. 
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Latin America 
Free Trade Zone in Latin America 


A treaty creating a Latin American Free Trade Asso- 
ciation and establishing a Free Trade Zone in their 
territories was signed in Montevideo on February 18 by 
the Governments of Argentina, Brazil, Chile, Mexico, 
Paraguay, Peru, and Uruguay. 


The Free Trade Zone is designed to further the aspi- 
ration of these countries to accelerate their economic 
development by the enlargement of their markets, the 
gradual elimination of barriers to regional trade, and the 
coordination of individual programs of development. 
The creation of a common market which would include 
all Latin Americz is the basic policy objective. 


The Free Trade Zone is to be fully established during 
a period of 12 years from the date on which the treaty 
becomes effective. By the end of that period, the par- 
ticipating countries are expected to have completely 
eliminated all import taxes, of whatever kind, on com- 
modities originating in the participating countries and 
traded in the area. This requirement is to be imple- 
mented by annual negotiations for the reciprocal grant- 
ing of concessions on commodities included in lists 
prepared for the purpose. The treaty requires that, as 
a result of these negotiations, the weighted average tax 
burden for regionally traded commodities should be 
increasingly lower than the average applying to similar 
imports from countries outside the area. As a minimum, 
it is required that the divergence should be 8 per cent 
after the first negotiation, 16 per cent after the second 
negotiation, and so on, until within a period of 12 years 
tariffs on regionally traded commodities will have been 
virtually eliminated. 

In order to stimulate the expansion of regional trade 
and to further economic integration, the lists of tax 
concessions should include the largest possible number 
of products which are already traded in the region, as 
well as of new commodities. This expansion of trade is 
an essential feature of the treaty and is associated with 
the effort to be made for a better coordination of indus- 
trialization programs by the promotion of meetings of 
businessmen and of representatives of industries in sec- 
tors which are suitable for specialization. Priority should 
be given to the reduction of tariffs in these sectors. 


The treaty also makes provision for exceptions to the 
rules of the Free Trade Zone. If imports expand so 
much as to threaten local production, authorization may 
be granted to a member country to restrict them. In 
certain circumstances, restrictions are allowed during 
limited periods for balance of payments reasons; special 
regulations are to apply to trade in agricultural products, 
especially during the transitional period of 12 years, 
when agricultural development policies are the object 
of over-all coordination. A country may then be author- 


ized to limit imports of agricultural commodities to the 
amount of any deficit in production. The treaty also 
provides for favorable treatment— including special con- 
cessions, permission to impose restrictions for balance 
of payments reasons, and technical assistance—to areas 
which are considered depressed. 


The Latin American Free Trade Association is the 
organization charged with the implementation of the 
treaty. There is to be a regular Conference of the con- 
tracting parties, a permanent Executive Committee, and 
a Secretariat headed by an Executive Secretary. The 
Executive Committee, which will be advised by the Eco- 
nomic Commission for Latin America and the Organi- 
zation of American States, will also supervise negoti- 
ations between the members of the Association. 


The treaty has to be ratified by the participating 
countries, and instruments of ratification are to be de- 
posited with the Government of Uruguay. It will come 
into force 30 days after the instruments of ratification of 
three countries have been deposited, and is open to any 
other Latin American country that wishes to participate. 


Source: El Bien Pidblico (Weekly Airmail Edition), 
Montevideo, Uruguay, February 23, 1960. 


Colombia's Long-Run Economic Policy 


The President of the Republic of Colombia, outlining 
the Government’s economic policy of increasing the rate 
of economic growth during the period 1960-65, stated 
that the policy of economic stabilization has, in large 
part, achieved its objective of restricting credit expan- 
sion, government expenditures, and imports. Although 
the money supply expanded by 12 per cent in 1959, the 
expansion was well below the rate of increase in recent 
years. The cost of living index rose by about 7 per cent 
in 1959, but this was only half of the rise in 1958. The 
Government has not pursued a stabilization policy to 
the point where it might reduce economic growth. In 
1959, manufacturing output expanded by 8 per cent and 
employment by 3.4 per cent; building activity increased 
by 32 per cent; electricity consumption rose by 14.8 per 
cent; and output of cotton, barley, potatoes, sugar, rice, 
and cacao exceeded that in 1958. But as the Government 
has stated on previous occasions, economic stabilization 
is not the ultimate objective. The nation’s production 
does not provide even a minimum of welfare for the 
majority of Colombians. If Colombia is to improve this 
deplorable condition, it must assure itself of an uninter- 
rupted process of economic growth. 


The President explained that more than 1.1 million 
children of school age are without educational facilities. 
There is at present a need for 28,500 additional class- 
rooms, and by 1975 the shortfall will rise to 57,000; this 
will require an investment of Col$855 million over the 
next 15 years. Also, there is a need for new hospitals 
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with a capacity of 15,000 beds; this would cost 
Col$450 million over the next 4 years, of which the Gov- 
ernment may be expected to contribute Col$300 mil- 
lion. During the next 5 years, the additions to the labor 
force will amount to 600,000, of which some 150,000 
will not be able to find employment if the economy con- 


tinues to grow only at the recent rate of 3.5 per cent 
per annum. 


The Government and the Council of Political Econ- 
omy and Planning have therefore set forth a growth 
target for Colombia’s gross national product (GNP) of 
5 per cent per year for the period 1960-65. In terms of 
1958 prices, this would mean a rise from Col$16,878 
million in 1959 to Col$21,984 million in 1965 and 
Col$35,810 million in 1970. The President pointed out 
that, the growth target was less than the 5.7 per cent 
rate achieved from 1925 to 1930. 


In order to achieve this high rate of growth, invest- 
ment expenditures would have to rise to 20 per cent of 
GNP, from the present 16 per cent; the proportion of 
investment expenditures in the National Government’s 
budget would have to rise to 35 per cent, from the 
present 28 per cent; the productivity of existing invest- 
ments would have to be increased, and the capital- 
output ratio raised to over 40 per cent, from 38 per cent. 


In addition, the balance of payments would have to 
be maintained in equilibrium. This would be achieved 
through an increase of $80-85 million in minor exports 
(i.e., other than coffee and petroleum), principally 
through larger shipments of cotton, sugar, and meat; 
quantitative import restrictions on consumption goods 
would be maintained; domestic substitutes would be pro- 
vided for imports valued at $95 million; new private and 
public external credits of $100 million per year would 
be sought; and measures would be taken to encourage 
direct foreign investment so that it would rise to $80-85 
million per year. This additional financing and the re- 
duction of various import payments would permit an 
annual increase in total imports of 6.3 per cent, princi- 
pally capital goods. 

Investment expenditures of the National Government, 
states, and municipalities should rise from Col$1,280 mil- 
lion in 1959 .o Col$1,500 million in 1961 and, 
progressively at an annual rate of 8 per cent, to 
Col$2,000 million in 1965. 


The President outlined the Government’s views on 
fiscal, monetary, trade and exchange, and industrial 
policies. It is the Government's intention that the official 
selling exchange rate in the certificate market should 
adjust itself, within the general framework of economic 
stability, to external and internal economic factors. The 
possibilities of further simplification and improvement 
of the exchange system are to be studied. However, 
there is no definite policy with respect to exchange uni- 
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fication at this time. While a narrowing of the spread 
between the official selling rate and the free market rate 
is an essential prerequisite to exchange unification, a 
reasonable period of time will be required before a 
unified rate can be fixed. 


Sources: El Tiempo, Bogota, Colombia, February 25 
and 28, 1960. 


Income Tax in Uruguay 


An outstanding change in the budget law of Uruguay, 
which was submitted by the Executive to the General 
Assembly on February 27, is the introduction of an 
income levy for the first time in Uruguay. At the same 
time, it is proposed that the excess profits tax be 
abolished as from 1962. The income tax applying to 
agriculture would be graduated in such a way as to 
reduce the incidence of the tax on the best-run farms, 
thus providing an incentive to greater productivity. The 
budgetary law also introduces changes in the sales tax 
rates, as a result of which the tax rate for imported 
items will be higher than that for national products. 


Source: El Bien Piublico (Weekly Airmail Edition), 
Montevideo, Uruguay, February 23, 1960. 


Other Countries 
Wages in Australia 


The Australian Government has informed the Arbi- 
tration Commission of its opposition to any increase at 
present in the basic wage. Nine metal trades unions are 
seeking an average increase of 22 shillings (Australian) 
in the weekly basic wage and a restoration of cost of 
living adjustments. Counsel for the Commonwealth 
Government said that the Government believes that a 
wage increase would add new pressures for further 
increases in prices and would augment the general de- 
mand for goods, which is tending to become excessive. 
An increase would also slow down the pace of expan- 
sion and would undermine the confidence of overseas 
investors. 


The Financial 
March 2, 1960. 


Source: 


Times, London, England, 


Government Loans in Australia 


The Australian Treasurer has announced that sub- 
scriptions to the government loan which closed on 
February 17 totaled £A 40.3 million; .the loan target 
was £A 45 million (see this News Survey, Vol. XII, 
p. 243). The Treasurer said that total loan raisings so 
far in the current fiscal year were about £A 140 million. 
A further internal cash loan is to be issued in May, 
together with a £A 101 million conversion loan. 


Source; The Financial Times, London, England, Feb- 
ruary 24, 1960. 
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Economic Developments in Ghana 

Ghana’s main cocoa crop (the main crop is sold in 
the period October-March) will be perhaps 275,000 
tons this year, compared with main crops of 226,000 
tons in 1958-59 and 195,000 tons in 1957-58; by 
December 1959, cocoa reaching the coast already ex- 
ceeded 230,000 tons. The bumper crop of the 1959-60 


season is attributed to favorable weather, improved 


insect control, and production from new plantings. 


Ghana’s internal trade, always at a peak during Decem- 
ber and January because of payments to farmers for 
the cocoa crop, was more prosperous than usual this 
year, Causing some increases in retail prices for basic 
cost of living expenses. Even with the producer price 
of cocoa down from 72 shillings per 60 pounds to 
60 shillings this year, actual payments to the farmers 
through December for the current main crop exceeded 
£G 25 million; in the previous season, only £G 17 mil- 
lion had been paid to farmers through December 1958. 
Another expansionary factor has been government ex- 
penditure, expected to reach a record of £G 85 million 
in the fiscal year ending June 30, 1960; about £G 60 mil- 
lion of this total will be spent on the recurrent budget, 
and the remainder on development. The Cocoa Market- 
ing Board and local government authorities also have 
stepped up their various internal expenditure programs. 

Total exports in the calendar year 1959 are esti- 
mated to have risen to about £G 110 million, from 
£G 104 million in 1958, and imports to approximately 
£G 110 million, from £G 85 million in 1958. However, 
there was a deficit in payments for invisibles, and the 
over-all current account deficit in 1959 was about 
£G 10 million, compared with a surplus of £G 10.7 mil- 
1958. The higher exports in the calendar 
year 1959 resulted in part from the fact that the 


lion in 


1958-59 cocoa crop came in later than usual while 
the 1959-60 cocoa crop came in early. 

In January of this year, discussions on the marketing 
of cocoa were held in Accra by representatives of 
Ghana, Nigeria, and Brazil. The purpose of the discus- 
sions was “to provide an opportunity for general ex- 
change of views between the three largest cocoa produc- 
ing areas in the world.” It was understood that the 
talks centered on the possibility of price stabilization this 
year, but no details of the discussions were officially 
revealed. A delegation from Ghana is scheduled to 
arrive in Rio de Janeiro on March 26 to complete the 
discussions. 


INTERNATIONAL FINANCIAL News Survey, March 11, 1960 


Sources: West Africa, February 6, 1960, and The 
Financial Times, February 27, 1960, London, 
England; Department of Commerce, Foreign 
Commerce Weekly, Washington, D.C., Feb- 
ruary 29, 1960. 


Liberalization of Dollar Imports by Nigeria 


As a result of further import liberalization measures 
taken by the Government of Nigeria on February 1, the 
only commodities still requiring a specific license for 
import into Nigeria from the dollar area are sugar, coal, 
petroleum products, gold and gold products, and used 
clothing. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., March 7, 1960. 


Import Liberalization in Uganda 


The Uganda Government has announced a further 
lifting of restrictions on imports from dollar countries. 
As from February 1, import licensing for dollar goods 
is the same as for goods from OEEC countries. Among 
the articles which may be imported without license from 
dollar sources are motor vehicles and spare parts, refrig- 
erators, air-conditioning machinery, and petroleum and 
other oils. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, February 1960. 


Fund Transactions 


The record of Fund transactions published in Inter- 
national Financial Statistics, March 1960, shows that in 
January the Dominican Republic purchased $2 million 
under its stand-by arrangement with the Fund, and that 
the United Kingdom repurchased the equivalent of 
$14 million. Another semiannual payment ($351,000) 
was made by Czechoslovakia, as agreed when it ceased 
to be a member of the Fund. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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